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COMMONWEALTH OF VIRGINIA

STATE CORPORATION COMMISSION

AT RI CHVOND, AUGUST 16, 2001
COVWONVEALTH OF VIRA NI A, ex rel.
STATE CORPORATI ON COMM SSI ON
CASE NO. PUEOO0O0736
Ex Parte: THE POTOVAC EDI SON

COVPANY d/ b/ a ALLEGHENY POWER-
REG ONAL TRANSM SSI ON ENTI TI ES

ORDER PRESCRI BI NG NOTI CE AND | NVI TI NG
COVMENTS AND/ OR REQUESTS FOR HEARI NG

Sections 56-577 and -579 of the Virginia Electric Utility
Restructuring Act ("the Act" or "Restructuring Act"), Chapter 23
(8 56-576 et seq.) of Title 56 of the Code of Virginia, require
Virginia' s incunbent electric utilities to (i) join or establish
regional transm ssion entities ("RTE") by January 1, 2001, and
(11) seek authorization fromthe State Corporati on Comm ssion
("Comm ssion"”) to transfer their transm ssion assets to such
RTEs.

Specifically, 8 56-577 A states in pertinent part that:

[o]n or before January 1, 2001, each
i ncunmbent electric utility owning,
operating, controlling, or having an
entitlenent to transm ssion capacity shal
join or establish a regional transm ssion
entity, which entity may be an i ndependent

system operator, to which such utility shal
transfer the managenent and control of its


http://www.state.va.us/scc/contact.htm#General

transm ssi on system subject to the
provi sions of § 56-579.

Furthernore, 8 56-579 A 1 provides in pertinent part that:

[ n]o such incunbent electric utility

shall transfer to any person any ownership

or control of, or any responsibility to

operate, any portion of any transm ssion

system |l ocated in the Commonweal th wi thout

obtai ning the prior approval of the

Comm ssion, as hereinafter provided.

Section 56-579 B of the Code of Virginia directed the
Comm ssion to adopt rules and regul ations, with appropriate
public input, establishing elenents of RTE structures essentia
to the public interest. The Conm ssion was al so directed by
8§ 56-579 A 2 to develop rules and regul ati ons under which
i ncunbent electric utilities owing, operating, controlling, or
having an entitlenent to transm ssion capacity within the
Commonweal th, could transfer all or part of such control,
ownershi p, or responsibility to an RTE upon such terns and
conditions as mght be prescribed by the Comm ssion. On
July 19, 2000, the Comm ssion adopted in Case No. PUE990349,
Regul ati ons Governing Transfer of Transm ssion Assets to
Regi onal Transm ssion Entities (20 VAC 5-320-10 et seq.).

The Pot omac Edi son Conpany d/ b/a All egheny Power Conpany
("AP" or "the Conpany") filed an application in Case No.
PUEO00280 on Cctober 16, 2000, requesting that the Comm ssion

accept AP's Cctober 5, 2000, Menorandum of Agreenent ("MA")



with the PIMInterconnection, L.L.C. ("PJM), an independent
system operator ("1SO'), under an arrangenent known as "PJM
West," as satisfying the Conpany's obligation under the
Restructuring Act to join or establish a regional transm ssion
entity ("RTE") by no later than January 1, 2001.

On Decenber 20, 2000, the Conm ssion entered an Order
est abl i shing Case No. PUEO00736, for the purpose of considering
the matters set out in the Cctober 16, 2000, application. The
Decenber 20 Order established a procedural schedule for the
recei pt of comments or requests for hearing on AP's proposal and
directed the Conm ssion Staff to investigate the application and
report its findings. No comments or requests for hearing were
received in this matter.

On April 16, 2001, the Conmi ssion Staff filed the report of
its investigation of the application. Anobng other things, the
report updated and descri bed the PIJIM West concept, commented on,
and made recomrendati ons regardi ng the Conpany's request for a
finding that the MOA satisfied the statutory obligation to "join
or establish" an RTE.

On May 21, 2001, the Conm ssion entered an Order wherein it
granted a waiver of Rule 20 VAC 5-320-120 to allow AP to file
its transfer application after October 16, 2000, and, as
recommended by Staff, rejected the request for a waiver of Rule

20 VAC 5-320-90, governing the general filing requirenments for



the transfer of control, ownership, or responsibility for

transm ssion capacity to an RTE. W directed the Conpany to
file the information required by Rule 20 VAC 5-320-90 by no
later than July 15, 2001. In addition, we authorized AP to file
its application to transfer control of its transm ssion assets
on or before Septenber 15, 2001.

On July 6, 2001, the Conpany, by counsel, filed a Mdtion to
extend the filing deadline for AP's application and the
supporting information required by Rule 20 VAC 5-320-90, from
July 15, 2001 to July 25, 2001. On July 12, 2001, we granted
AP s Motion, extended the date by which AP was to file the
information required by Rule 20 VAC 5-320-90, and directed that
all other provisions of the Comm ssion's May 21, 2001 Order were
to remain in effect.

On July 25, 2001, AP, by counsel, filed the information
required by Rule 20 VAC 5-320-90, as part of its application to
transfer managenent and control of its transm ssion facilities
to PIJIM under an arrangenent known as "PJM West." Inits
application, the Conpany noted that on July 12, 2001, the FERC
i ssued an Order accepting the PIJM West arrangenent subject to
certain conditions, required a conpliance filing within 60 days,
and required AP and other participants to take part in a 45 day
medi ati on process designed ultimately to achieve the creation of

a single Regional Transm ssion Organization ("RTO') for the



entire Northeast region consisting of the PIM and PJM West
region, as well as the New York and New England 1SO regions. In
the Order accepting the PJM West arrangenents, the FERC noted
that its action preserved the Conpany's option to join the
Al liance RTO i nstead of PJM

AP states in its July 25 application that its present
intent was to continue with the PIJIM West arrangenent, unless
unexpect ed devel opnents occurred regarding rate revenue recovery
i ssues and/or in the nediation process regarding the creation of
a Northeast Regional Transm ssion Organization. AP represents
that to the extent future devel opments at FERC in any nateri al
way alter AP's plans to participate in PJM Wst, the Conpany
will so advise the Comm ssion by updating and supplenenting its
appl i cation.

According to the Conpany, PIJMis the |argest and nost
sophi sticated central |l y-di spatched electric control area in
North Anerica. AP contends that the operation of PJM i ncluding
the PJM West arrangenent, will further the goal of creating a
nore conpetitive electric generation service market in Virginia.
The Conpany requested that the Comm ssion approve the transfer
of the control of AP' s transm ssion systemto PJM pursuant to
the PJM West arrangenent, effective January 1, 2002.

In testinmony and exhibits filed with its application, AP

describes the rate inpacts on it and its custoners that it



anticipates fromthe inplenentation of the PJM Wst arrangenent.
The Conpany notes that upon inplenentation of the PIM West
arrangenent, PJM woul d becone the transm ssion provider on the
Al'l egheny System offering service under the PJM Qpen Access
Transm ssion Tariff ("OATT"). Allegheny's OATT woul d be
wi t hdrawn. The Conpany states that all service agreenents filed
pursuant to All egheny's QATT, including the Network Integration
Transm ssion Service Agreenent, will then term nate. All egheny
proposes to transfer service for its nunicipal and cooperative
custonmers to the PIM OATT, and to ask its customers to execute
service agreenents under the PIJM OATT which would bind themto
the PJM OATT terns and conditions. The Conpany sumrari zes the
changes its custonmers would see as follows: (i) a change froma
load ratio share to a unit rate for network service; (ii) a
requirement to pay their share of the PIJIM adm nistrative costs
and overhead contained in Schedules 9 and 11 of the PJM QATT and
acquire ancillary services at the PIMrates; and (iii) potenti al
liability for congestion charges under PJM s operational
f ramewor k.

AP has also identified a net |oss associated with joining
PJM and a total annual revenue target of $27,699, 138, which it
contends it nust recover to remain revenue neutral. AP proposes
to recover the $27,699, 138 through a Transitional Revenue

Neutrality Charge ("TRNC'), added to the PJMthrough and out



rate, and a Transitional Market Expansion Charge ("TMEC'). The
details of these and other proposals are set forth in AP's
July 25, 2001, application and acconpanyi ng docunents.

NOW THE COWMM SSI ON, upon consi deration of the Conpany's
application, is of the opinion and finds that notice should be
gi ven of the Conpany's application; that interested parties
shoul d have the opportunity to comment upon and request a
hearing on AP's application; that the Staff should file a report
on the Conpany's application; and that interested parties should
have an opportunity to file comments responsive to the Staff's
report.

Accordingly, IT IS ORDERED THAT:

(1) AP shall pronptly nmake a copy of its application and
supporting materials available to the public who nay obtain a
copy of the application, at no charge, by requesting it in
witing fromAP' s counsel at the address set forth bel ow

(2) Any interested person may submt comments or requests
for hearing on or before Septenber 26, 2001, by filing an
original and fifteen (15) copies of such witten coments and/or
request with Joel H Peck, Clerk, State Corporation Comm ssion
c/ o Docunent Control Center, P.O Box 2118, Richnond, Virginia
23218. Said comments or request for hearing shall refer to

Case No. PUE0O00736. Any request for hearing shall set forth in



detail why the concerns raised in the request for hearing cannot
be adequately addressed in witten comments.

(3) Any person filing a request for hearing or filing
comments and desiring to be nade a party to the proceedi ng shal
also file, on or before Septenber 26, 2001, a notice of
participation in accordance with Rule 5 VAC 5-20-80 B of the
Comm ssion's Rules of Practice and Procedure, 5 VAC 5-20-10 et
seq.

(4) A copy of such comrents, requests for hearing, and
notice of participation shall be sent on or before Septenber 26,
2001, to counsel for the Conpany as follows: Philip J. Bray,
Esquire, Allegheny Power Conpany, 10435 Downsvill e Pike,
Hager st own, Maryl and 21740- 1766.

(5) The Conmission Staff shall review the application and
shall, on or before Cctober 26, 2001, file a report detailing
the result of its investigation, and shall serve a copy of the
sanme on all parties of record.

(6) AP shall respond to witten interrogatories or requests
for production of docunments and things within seven (7) cal endar
days after the receipt of sanme. Except as nodified above,

di scovery shall be in accordance with Part IV of the

Comm ssion's Rules of Practice and Procedure, 5 VAC 5-20-10 et

seq.



(7) On or before Septenber 4, 2001, the Conpany shal
publish the follow ng notice to be published as display
advertising (not classified) on one occasion in newspapers of
general circulation throughout its service territory:

NOTI CE TO THE PUBLI C OF AN
APPLI CATI ON BY THE POTOVAC EDI SON COVPANY

D/ Bl A ALLEGHENY POVWER, FOR AUTHORI TY TO
TRANSFER MANAGEMENT AND CONTROL OF | TS

TRANSM SSI ON FACI LI TIES TO THE PIM

| NTERCONNECTI ON, LLC, UNDER AN
ARRANGEMENT KNOWN AS " PJM WEST" - -
CASE NO. PUE000736

On July 25, 2001, The Pot omac Edi son
Conmpany, d/b/a Al egheny Power ("AP" or "the
Conpany"), filed an application pursuant to
§ 56-579 of the Code of Virginia to seek
approval for the transfer of managenent and
control of AP s transmi ssion facilities to
the PIJM I nterconnection, LLC ("PJM), under
an arrangenent known as "PJM West", together
with the informati on required under Rule 20
VAC 5-320-90 of the Conm ssion's Regul ations
Governing Transfer of Transm ssion Assets to
Regi onal Transm ssion Entities ("Rules").

In its application, the Conpany states
that the Federal Energy Regul atory
Comm ssion ("FERC') issued an Order on
July 12, 2001, that: (i) accepted the PIM
West arrangenments subject to certain
conditions, (ii) required a conpliance
filing within 60 days, and (iii) required AP
and other participants to take part in a 45
day nedi ati on process designed ultimately to
achi eve the creation of a single Regional
Transm ssion Organi zation for the entire
Nort heast region, consisting of the PIMPIM
West Region as well as the New York and New
Engl and | ndependent System Qperator regions.
AP indicated that its present intent was to
continue with the PIJIM West arrangenent,
unl ess unexpected devel opnents occurred



regarding certain rate revenue recovery
i ssues and/or in the nmediation process

regardi ng the creation of the Northeast
Regi onal Transm ssion Organi zati on.

In its application and acconpanyi ng
testi nony, AP describes the rate inpacts on
it and its custonmers of the inplenentation
of the PJM West arrangenent. The Conpany
al | eges that upon inplenentation of the PIM
West arrangenent, PJM woul d becone the
transm ssi on provider on the All egheny
System of fering service under the PJM Open
Access Transm ssion Tariff ("QATT").

Al | egheny's CATT woul d be withdrawn. The
Conmpany states that all service agreenents
filed pursuant to Allegheny's OATT,
including the Network Integration

Transm ssion Service Agreenents, would then
termnate. Allegheny proposes to transfer
service for custoners served under its
service agreenents to the PJM QATT, and to
ask customers to execute service agreements
under the PIJM OATT whi ch would bind themto
the PJM OATT ternms and conditions. The
Conmpany sunmari zes the changes these
custoners woul d see as follows: (i) a change
froma load ratio share to a unit rate for
network service; (ii) a requirenent to pay
their share of the PIJM adm nistrative costs
and overhead contained in Schedules 9 and 11
of the PIJM OATT and acquire ancillary
services at the PIMrates; and (iii)
potential liability for congestion charges
under PJM s operational framework.

In its application and acconpanyi ng
documents, AP has identified a net |oss
associated with joining PIM and a total
annual revenue target of $27,699, 138, which
t he Conpany contends nust be recovered to
remai n revenue neutral. AP proposes to
recover the $27,699, 138 through a Transition
Revenue Neutrality Charge ("TRNC'), added to
the PIMthrough and out rate, and a
Transi tion Market Expansion Charge ("TMEC'),
contained in new Schedule 11 to the PIM
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OATT. The details of these and ot her
Conpany proposals are set forth in AP's
application and acconpanyi ng docunents.

| nt erested persons are encouraged to review
t hese docunents for the details of these

pr oposal s.

A copy of the captioned application is
avai l abl e for public inspection between the
hours of 8:15 a.m and 5:00 p.m, Monday
t hrough Friday, in the Comm ssion's Docunent
Control Center, located on the first fl oor
of the Tyler Building, 1300 East Miin
Street, Richnond, Virginia. The application
may al so be requested in witing fromAP s
counsel at the address noted bel ow.

An original and fifteen (15) copies of
any comrents on the application or requests
for hearing nust be submtted in witing to
Joel H. Peck, Cerk, State Corporation
Conmi ssi on, Post O fice Box 2118, Ri chnond,
Virginia 23218, on or before Septenber 26,
2001, referring to Case No. PUEO0O0736. A
copy of any such comrents or request for
hearing shall also be served on AP' s counse
on or before Septenber 26, 2001, at the
address noted bel ow. Requests for hearing
shall state why a hearing is necessary and
why the issues necessitating a hearing
cannot be adequately addressed in witten
coments. Any person filing coments and
desiring to becone a party to the proceedi ng
or filing a request for hearing shall also
file a notice of participation as required
by Rule 5 VAC 5-20-80 B of the Comm ssion's
Rul es of Practice and Procedure on or before
Sept enber 26, 2001.

Al'l correspondence should refer to Case
No. PUEO00736. A copy of any conments or
request for hearing and notice of
participation nust also be sent on or before
Sept enber 26, 2001, to counsel for AP as
follows: Philip J. Bray, Esquire, Allegheny
Power Conpany, 10435 Downsville Pike,
Hager st own, Maryl and 21470- 1766.

11



I f no sufficient request for hearing is
received, a formal hearing at which oral
testinony is received m ght not be held.

| nterested persons may obtain a copy of
the Conm ssion's Order Prescribing Notice
and I nviting Comrents and/ or Requests for
Hearing setting out conpl ete procedural
schedul e applicable thereto, fromthe
Conmi ssion's web site,
http://ww. state.va. us/scc/casei nfo/ orders. htm
or by directing a witten request for a copy
of the sanme to Joel H Peck, Cerk of the
Comm ssion at Post O fice Box 2118,
Ri chnond, Virginia 23218, and referring to
Case No. PUE000736.

THE POTOVAC EDI SON COVPANY D/ B/ A
ALLEGHENY POWNER

(8 On or before Septenber 4, 2001, the Conpany shal
serve a copy of this Order upon governnental entities withinits
service territories as follows: (i) upon the Chairman of the
Board of Supervisors of any county, (ii) upon the Mayor or
Manager of any county or city, or (iii) upon officials
conparable to the foregoing within counties, cities, or towns
having alternative fornms of governnents. Service shall be made
by first-class mail, or by delivery to the custonmary pl ace of
busi ness or the residence of the person served.

(9) On or before Novenber 12, 2001, the Conpany and any
interested person may file with the Cerk of the Conm ssion any
response to the Staff's Report and shall send copies of the sane

on or before Novenber 12, 2001, to other parties of record.
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(10) On or before Septenber 26, 2001, the Conpany shall
file with the Cerk of the Conm ssion proof of the notice and
service required by Ordering Paragraphs (7) and (8).

(11) This matter shall be continued pending further order

of the Conm ssion.
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